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LETTER TO SHAREHOLDERS

is a fully operational mining company as it conducts its
and development program, it is important for Chief

ofthe magnitude ofthe "world class" orebody that your
of developing, and the impact the program will have.

OPERATIONS AREA

the results to date of Chiefs East Tintic District underground
overemphasized. Your Company's objective to at least double

reserves of the Burgin orebody is well on its way to
nine underground drillholes intercepted the high grade silver,

ined in the ever expanding dimensions of the known area of the
the initiation of the drilling program, the proven and probable

: 1,032,000 tons of ore containing an estimated23.9 million
pounds of lead and 180 million pounds of zinc.

The drilling to has also resulted in the discovery of a new ore zone containing
silver, lead and zinc values. Additional drilling in this gold area
gold zone has resulted in an increase in the number of planned

twenty two. The gold discoveries will add a new dimension to
when they are compiled after the completion of the drilling

Mining Company:

Before reporting drilling results, it is important for shareholders to be aware of
ompany's acquisition of South Standard Mining Company,

h Standard on July 12,1995. The acquisition of South
on an offer to exchange three shares ofChiefstock for each ten

stock outstanding. South Standard has 1,241,717 shares
your Company will issue some 370,000 (approximately 8%)

merger. Acquisition of South Standard by Chief is subject to
agreement and the approval of South Standard's

The acquisition South Standard would put under your Company's ownership all
incorporated in the Kennecott Unit Lease, which then included

Eureka Standard, Eureka Lily, South Standard and
total approximately 2,550 acres contiguous to the



south and west of your Company's East Tintic properties. The Trixie gold mine, located

on South Standard's property, produced gold and silver ores when it was in operation,

initially by Kennecott Corp., and then by Sunshine Mining Company until Sunshine

terminated mining the Trixie in Octobeq 1992. On November 13, 1992 Sunshine agreed

to relinquish its two leases with your Company and South Standard.

The Trixie Mne production shaft, during the entire period of its operation, lifted
gold and silver ores well under its rated capacity. The reason for this limited production

was that the ores were used as a fluxing agent (catalyst) in copper smelters, rather than

being processed in the Burgin concentrating mill and were therefore subject to the limited

requirements of smelter outlets. According to a published South Standard report,

beginning with the start of production in 1969 through closing in 1992, the Trixie Mine
produced 713,478 tons of ore with an average grade of 6.55 ounces of silver and 0.21

ounces of gold per ton for a total production of 4,670,289 ounces of silver and 150,048

ounces of gold. There are currently no Trixie Mine ore reserve figures available.

Once the acquisition of South Standard is completed, South Standard's properties

will be included in the future ChieflAkiko joint venture area, which will then increase in

size to approximately I1,500 acres. Two operational shafts, the Apex #2 shaft and the

Trixie shaft, will then be located on the properties subject to the joint venture. Akiko Gold

Resources, Ltd., can earn a 50% vested joint venture interest in Chiefs East Tintic District
Operations Area properties after making payments totaling $10,140,000, of which

$2,140,000 has been received by your Company to date. For full details of your
Company's agreement with Akiko, see Page 4, Item I of Chiefs 1994 SEC Form I0-KSB
which is included in its entirety in this report.

Drilling Results to Date:

Following are the assay results of the first nine underground drillholes drilled into

several peripheral areas of the Burgin orebody. The assay results and continuity of the

drillhole discoveries have resulted in the increase of substantial additional tonnage to the

present reserves. The boundaries of the known areas of the Burgin orebody continue to
be extended as the drilling program progresses. 

per Ton
Drillhole Length
Number of Intercept

I 104 ft.
2 55ft.
3 42ft.
4 Eft.
5 8ft.
6 26ft.
? 40ft.
8 7ft.
9 (Segment l) 25 ft..

9 (Segment 2) 15 ft.
9 (Segment 3) 20 ft.

Ounces
of Silver

2l oz.

l0 oz.

5 oz.

2 oz.

3 oz.
3 oz.

17 oz.

14 oz.

5 oz.
4 oz.

6 oz.

2

Ounces
of Gold

Pounds
of Lead

640lbs
640lbs
280lbs
80lbs

420lbs
85lbs
93 lbs
97lbs

316lbs
274lbs
3l5lbs

Pounds
of Zinc

80 lbs
220 lbs
200lbs
240lbs
31lbs

209lbs
57lbs
80 lbs
20 lbs
12lbs
10 lbs

:
0.09 oz.

0.04 oz.
O.l2 oz.
0.10 oz.

0.09 oz.
0.05 oz.



Following are especially high grade segments included in several ofthe above drillholes:

Drillhole
Number

I
2
7

Length
oflntercept

8ft.
17ft.
14ft. 0.lloz.

660lbs
235lbs

60lbs
lll lbs

of.Silver of Gold of Lead of Zinc
58 oz. - 960 lbs 80 lbs
33 oz.
39 oz.

In analyzing the above results, shareholders should keep in mind that the comparatively
shorter intercepts are highly significant in terms of defining the thrust of the Burgin
orebody as it extends open ended in all directions. Sharehllders should also view these
assay results in terms of total value per ton, taking into account the metallic values of all
the metals contained. (Current metal prices as of-the date ofthis letter are: silver - $5.33
per ounce; gold - $390.00 per ounce; lead - 42 centsper pound; zinc - 53 cents per
pound).

After the drilling is completed in the southern and eastern areas of the orebody,
beginning with dritlhole number 14, your Company's two drilling machines will be moved
to two new northern drill stations. The drilling will then begin for the indicated high grade
silver - lead ' zinc ores projected to the nortli and northeast as well as towards the
northwest in the direction of your Company's Tintic Standard Shaft. The indicated
reserves in this area were estimated by Sunshine to be an additional l.l million tons of ore.
ln all' it is anticipated that a total of twenty two drillholes will be completed by the end of
September, 1995.

Concurrent with itsunderground drilling program, Chiefs management is moving forward
expeditiously with the environment"l *d rine permitting processes. This work by your
Cgmg|nv, in conjunction with its outside consultants, isiroceeding smoothly and on
schedule. Your Management will continue to keep shareirolders abieast of up-to-date
drilling results.

OTHER PROJECTS

Plutus Mine:

In addition to Chiefs operations in the East Tintic District, your Company is
moving fonvard with its plans to reopen the Plutus gold and silver mine. The plutus mine
has been closed since December 1984 when Asarco]uftr. spending in excess of $2 million
and rehabilitating the Chief #2 shaft and Plutus tvtine underiround workings, relinquished
its lease on the property. Your Company's plans call for thf initiation of the same
underground drilling program planned by Aiarco, but never implemented. Current work
on the project includes site work on the surface in preparation for shaft rehabilitation. The



Plutus mine is located on the 5,500 acres of your Company's properties in the Main Tintic

District that are not included in the East Tintic joint venture area'

Homansville hoiect:

Your Company is continuing to examine several financing options regl{ing

separate funding fot itt Homansvilte Cota Mine projed The next step in the Homansville

pri:"J requires rehabilitation of the Copper Leaf Shaft d9Y to the 1200 foot level to

initiate an underground drilling program. The purpose of this work will be to confirm the

existence of one or more projecieO gold orebodies, based on the significant gold values

contained in surface drillholes put down at separate times by Kennecott, Sunshine and

Chief.

Surface Real Estate DeveloPnunt:

your Company is continuing in its efforts to initiate development of its estimated

6,000 acres of buildable surface real estate in the Eureka Valley to take advantage of the

ever increasing utah industrial and residential growth. Chiefs buildable surface properties

are all locatedln the Main Tintic District and are not part of the joint venture properties.

Recent sales by chief of small parcels of surface real estate, the largest of which was two

acres, have been at prices from $7,500 to $10,000 per acre'

In March lggs,Micron Technology Corp. announced its plans to build a $l'3 billion

semiconductor plant in Lehi, utatr-wtrictris located less than 40 miles from Chiefs Eureka

varcy properties. The plant is expected to employ 3,500 full time workers and generate

an additional 12,000 construction and plant-related jobs. It is your Management's belief

that the new Micron plant is an exampie of the rapid industrial growth of the area and it is

just a matter of time before this continuing expansion will impact favorably on your
"Comparrys 

surface real estate holdings. Surface real estate is not reflected on Chiefs

balance sheet since it is carried at a zero valuation'

SUMMARY

The substantial increase in both the price of Chief stock, and the investor interest

in your Company since it became operational, reflects the realization in the marketplace

thai something unique in the historyof the domestic mining industry is taking place' Two

major mining companies, Kennecott and Sunshine, built a mining complex, consisting of

operating ,lr-.ftr, a concentrating mill and numerous support buildings and in the process

discoverid and proved up "woJd class" ore reserves located within the security of united

States borders, ironically, as it has turned out, for your benefit as a Chief shareholder'

During that period, your Company took in over $2 million in royalties and incurred

no long or short term debt. In addition, even after the South Standard acquisition is

consuimated, the number of your Company's outstanding shares will represent only a

4



I

small fraction of the average number of outstanding shares of mining companies with
comparable assets.

The future ofyour Company looks even more interesting than the unusual set of
circumstances that constituted its recent past, which we believe was only the prologue for
a dynamic and profitable future. Thank you for your continuing support.

Chairman and ChiefExecutive Officer
July 17, 1995



Chief Consolidated Mining Company
1994 Form 10-KSB Report

This reportto shareholders includes acomplete copyof Chief ConsolidatedMin-
ing Company's 1994 Form 10-KSB Annual Report to the Securities and Exchange

Commission which contains among other information, a description of the Corpora-
tion's business, a discussion and analysis of financial condition and results of opera-

tions and financial statements. The Form 10-KSB report is included because of the

similarity of the information required to be contained in the annual reports to share-

holders and to the Securities and Exchange Commission, and in the interest of provid-
ing broad disclosure of the activities of Chief to those interested in its affairs. The
report on Form 10-KSB has been neither approved nor disapproved by the Securities

and Exchange Commission nor has the SEC passed upon its aocuracy or adequacy.
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U.S. SECURITIES AND EXCTANGE COMMISSION
WASEINGTON, DC 20549

FORM IO-KSB

(Mark One)

E fuuual report under Section 13 or l5(d) of the Securities Exchange Act of 1934 (Fee
required)

For the fiscal year ended December 31. 1994

tr Transition report under Section 13 or l5(d) ofthe Securities Exchange Act of 1934 (No
Fee required)

For the transition period from

Commission file number l-1761

CHIEF CONSOLIDATED MINING COMPAI{-Y

(Narne of Small Business Issuer in Its Charter)

Arizona 87-0122295
(I.R.S. Employer(State or Other Jurisdiction

of Incorporation or Organization) Identification No.)

866 Second Avenue. New York. New York 10017
(Address ofPrincipal Executive Offices) (Zip Code)

(212) 688-8130
(Issuer's Telephone Number, Including Area Code)

Securities registered under Section 12(b) ofthe Exchange Act::

Name ofEach Exchange
Title ofEach Class on which Registered

Common stock. $0.50 par value NASDAO Small-Cap Market

Pacific Stock Exchange

Securities registered under Section l2(g) ofthe Exchange Act:

None
(Title of Class)
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Check whether the issuer: (l) filed all reports required to be filed by Section 13 or l5(d)

of the Exchange Act during the past 12 months (or for such shorter period that the registrant was

required to file such reports), and (2) has been subject to such filing requirements for the past 90

days.

Yes-X No

Check if there is no disclosure of delinquent filers in response to Item 405 of Regulation

S-B is not contained in this forrn, and no disclosure will be contained, to the best of registrant's

knowledge in definitive proxy or information statements incorporated by reference in Part III of
this Form I0-KSB or any amendments to this Form IO-KSB. X

State issuer's revenues for its most recent fiscal year. $76,116

State the aggregate market value of the voting stock held by non-affiliates computed by

reference to the price at which the stock was sold, or the average bid and asked prices of such

stoch as of a specified date within the past 60 days. (See definition of affiliate in Rule l2b-2 of
the Exchange Act.) $34,328,062 as of March 6, 1995.

Note: If determining whether a person is an affiliate will involve an unreasonable effort

and expense, the issuer may calculate the aggregate market value of the common equlty

held by non-affliates on the basis of reasonable assumptions, if the assumptions are stated.

ISSUERS INVOLVED IN BA}.IKRUPTCY PROCEEDINGS
DURING THE PAST FIVE \'EARS

Check whether the issuer has filed all documents and reports required to be filed by

Section 12, 13 or l5(d) of the Exchange Act after the distribution of securities under a plan

confirmed by a court.

Yes

APPLICABLE ONLY TO CORPORATE REGISTRANTS

State the number of shares outstanding of each of the issuer's classes of common equlty,

as of the latest practicable date.

No

Class

Common Stock. $0.50 par value

Outstanding at March 6. 1995

4.502.041

DOCUMENTS INCORPORATED BY REFERENCE

If the following documents are incorporated by reference; briefly describe them and

identify the part ofthe Form I0-KSB (e.g., Part l, Part II, etc.) into which the document is

incorporated: (l) any annual report to security holders; (2) any pro)qy or information statement;

and (3) any prospectus filed pursuant to Rule 424(b) or (c) of the Securities Act of 1933

("Securities Act"). The listed documents should be clearly described for identification purposes

(e.g., annual report to security holders for the fiscal year ended December 24,1990).

I0-KSB - 2



PART I

Item 1. Description of Business.

GENERAL

The Registrant, a Corporation formed under the laws of Arizona in 1909, is the owner of
approximately 14,500 acres of patented mining ground in the Tintic Mining District, Juab

and Utatr Counties, Utah. The Registrant also owns unpatented mining claims covering
approximately 500 acres in the vicinity of its patented properties. The Registrant holds
stock interests in other companies owning mining properties, all of which are consolidated
or unconsolidated subsidiaries of the Registrant.

The Registrant's mining office is located at Eureka, Juab County, Utah 84628. Its
executive office is located at 866 Second Avenue, New York, N.Y. 10017. Registrant has

a total of eight employees. Mine development work is presently primarily conducted by
outside contractors.

TERMINATION OF MINING LEASES

During the period January l, 1992 through December 31, 1992, Registrant had leased

mining rights under a fifty-year lease ("Burgin Lease") covering 1,387 acres ("Burgin
Mine property") to Sunshine Mining Company ("Sunshine"). During that time period,
Registrant was also co-lessor under a Unit Lease to Sunshine ("Unit Lease") covering a

total of 7,311 acres, 5,050 acres of which are owned by Registrant. No ores were mined
by Sunshine under the Burgin Lease. Sunshine did conduct mining activities on the
property of a co-lessor at the Trixie Mine under the Unit Lease from January, 1992
through October, 1992.

Both the Burgin Lease and the Unit Lease were terminated as of December 31, 1992 as part
of the discontinuance of Registrant's lawsuits against Sunshine on November 13, 1992.

Registrant also had received royalties from the sale of waste dump materials from its
unleased properties to North Lily Mining Company ("North Lily") during the period
fanuary, 1992 through March, 1993. The dump materials sold were utilized by North Lily
in its gold heap leaching operations.

EFFECT OF TERMINATION OF BURGIN LEASE A}iD UNIT LEASE

As stated above, the Burgin Lease and the Unit Lease were each terminated effective
December 31,1992. No advance royalties or earned royalties were received by Registrant
in 1993 or 1994. Registrant had received advance royalties of $100,000 in 1992 under the
Burgin Lease and earned royalties of $92,854 during the year 1992 under the Unit Lease.
Registrant entered the year 1995 without any material source of revenue. See "Agreement
With AKIKO Gold Resources Ltd.," below, and "Item 6. Management's Discussion and
Analysis or Plan of Operation."

l0KsB-3
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AGREEMENT WITH AKIKO GOLD RESOURCES LTD.

On March ll,1994, Registrant entered into a written agreement with AKIKO Gold Resources
Ltd. ('AKIKO"), o Canadian corporation, providing for the eventual creation of a joint venture
for the development of Registrant's East Tintic Mining District properties in Utah and the
purchase by AKIKO from Registrant of 1,035,000 shares of Registrant's unregistered common
stock over a period of l-I/2 years at a price of $4 per share, subject to various elections and
financings. Included in the joint venture are Registrant's Burgin Mine property and its
Homansville area gold project.

The agreement with AKIKO establishes several phases, described below, over which AKIKO
will have the right to become fully vested in an undivided 50Yo interest in the joint venture
properties if it meets the monetary conditions of each phase. Overall, at such time as AKIKO
has purchased all of the above mentioned 1,035,000 shares of Registrant's common stock from
Registrant for $4,140,000 and has funded the joint venture with $6,000,000, AKIKO will
become fully vested in its 50% interest in the joint venture properties. If AKIKO does not invest
the total of $10,140,000 in Registrant's stock and the joint venture operation, it will relinquish all
of its interests in the joint venture property. Any stock that AKIKO has purchased up to the time
of such relinquishment of its rights in the joint venture property would be retained by AKIKO.

AKIKO has, to date, purchased 285,000 shares of Registrant's common stock with an additional
250,000 shares to be purchased by May 31, 1995. If AKIKO elects to continue with the
Agreement, it must purchase another 500,000 shares of Registrant's common stock by August
31, 1995. After all of the aforesaid shares have been purchased by AKIKO from Registrant,
AKIKO shall have the right to continue the agreement, in which event AKIKO must provide
funding of $6,000,000 to the joint venture during the period September l, 1996 and August 31,
1998.

After AKIKO has purchased 535,000 shares of common stock from Registrant, Registrant and
AKIKO will enter into a joint venture agreement. Registrant will be the operator of the joint
venture until such time as AKIKO has purchased the entire 1,035,000 shares of common stock
from Registrant and a feasibility study has been completed, at which time AKIKO will become
the operator.

The agreement with AICKO provides that a portion of AKIKO's contribution of $6,000,000 to
the joint venture would be used to rehabilitate the Concentrating Mill (located on property
zubject to the joint venture). Registrant's curent estimate of such rehabilitation costs is
$2,600,000.

The joint venture properties under Registrant's agreement with AKIKO do not include
Registrant's Main Tintic District properties. See "Item 2. Description of Property."

As of March 6, 1995, there were issued and outstanding4,502,04l shares ofRegistrant's
conrmon stoclg which would increase to 5,252,041 shares if AKIKO purchases the 750,000
share balance of the 1,035,000 shares of Registrant's stock provided for in the agreement.

1O.KSB4
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AKIKO has indicated that its future stock purchases and cash contributions to the joint venture
under the joint venture agreement are subject to AKIKO obtaining additional financing.

As indicated above, Registrant's Burgin Mne property is included in the joint venture under the
agreement with AKIKO. An extensive underground drilling program is presently being
conducted that is designed to confirm and increase the current proven and probable silverJead-
zinc reserves ofRegistrant's Burgin orebody. See "Item 6. Management's Discussion and
Analysis or Plan of Operation - (a) Plan of Operation." for a description of Registrant's current
proven and probable reserves and the results to date ofthe underground drilling program in
progress at the Burgin Mine property.

Item 2. Description ofProperty.

See "Item l. Description of Business." for acreage owned by Registrant in the Tintic Mning
District, Utatr. As is also set forth in said Item 1, control of 1,387 acres that had formerly
comprised the Burgin Lease was returned to Registrant when the Burgin Lease with Sunshine
was terminated effective December 31,1992. An additional 5,050 acres that was part of the
Unit Lease was also returned to Registrant when the Unit Lease was terminated on December
31,1992. Thus, immediately prior to entering into the agreement with AKIKO, Registrant held
8,450 acres in the East Tintic Mining District of Utah free of any leases, including an additional
2,013 acres that were included in the original Unit Lease, but were severed from the Unit Lease
and returned to Registrant in October,1982. The East Tintic Mining District properties include
the Burgin Mne that was operated by Kennecott Corporation, as lessee ("Kennecott") from
1966 to 1978, a concentrating mill and various other buildings and support facilities that were
built by Kennecoff on Registrant's property.

Sunshine leased the mining rights to the Burgin Mine property from Registrant in 1980 and
purchased the Unit Lease from Kennecott in 1983. While the Burgin and Unit Leases were in
effect, Sunshine performed both surface and underground exploration, drilling and development
activities that resulted in the delineation of the current proven and probable ore reserves of the
Burgin Mine. See "Item 6. Management's Discussion and Analysis or Plan of Operation - (a)
PIan of Operation." for table of proven and probable ore reserves of the Burgin Mine as reported
in Sunshine's Securities and Exchange Commission filing on Form l0-K for its fiscal year ended
December 31, 1991.

fu a result ofRegistrant's agreements with Sunshine dated November 13,lgg2and the
termination ofthe Burgin and Unit Leases thereunder effective December 31,lgg2, all of the
assets and improvements built by Kennecott and Sunshine on the Burgin Mine property, as well
as the ore bodies described above, were owned and controlled by Registrant effective January l,
1993. In addition, under the November 13, 1992 agreements, Registrant received certain real
property, equipment and other personal property from Sunshine.

On March ll,1994, Registrant entered into an agreement with AKIKO providing for a joint
venture for the development of Registrant's East Tintic Mining properties, including the Burgin
Mne property. The joint venture's primary goal will be to bring the Burgin Mine back into
production. See "Item l. Business - Agreement With AKIKO Gold Resources Ltd. " for

1O.KSB5
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Registrant's plans for the Burgin Mine property are, as aforesaid, dependent in part upon AKIKO's
continuing to meet its monetary obligations under its agreement with Registrarrt. In addition,
Registrant's plans are also dependent, in part, upon the results of its drilling program at the Burgin
Mine property and o!!er aspects of its development worh such as environmental, permitting and

{e;yatering studies. Howeveq the assay results, as set forth below, of Registrant'Junderground
drilling program and its other development work have so far confirmed Registrant's befiefthat
substantial tgnnagg will be added to the current proven and probable reserves at the Burgin
orebody and that the overall grade will be increased due to the elevated metalic values. ftre initiA
results of Registrant's drilling program will increase the width of the area that is now included in
the current proven and probable Burgin orebody reserves.

current ore reserves ofthe Burgin orebody are estimated as follows:
Tons of Ounces of Tons of Tons of
Ore Silver Lead Zinc

Proven and Probable Reserveso 1,032,173 23,903,536 27S,O9O 90,1g9

Indicated Reserves 1,100,000

(r) The weighted average ore grades are 23.16 ounces per ton silver, 26.65yo lead and 8.75%
zinc. Mining dilution is estimated at22o/o, and metallurglcal recoveries are estimated at, silver
83Yo,lead 8l% and zinc68Yo.

The area containing these reserves is readily accessible through the Burgin Mine's Apex #2 Shaft
for continued exploration and development. This Shaft is fully operational as a r.ruit of
rehabilitation work by Registrant during the past several months and by Sunshine prior to the
termination ofthe Burgin Lease.

The assay results of the first two drillholes ofRegistrant's drilling program at the Burgin Mine
property a^re as follows:

The first drillhole, which was directed to the southeastern area of the current known reserves,
inlercepted tO+.fe$ 9f high grade mineralization that assayed at a per ton average of :21ounces of
silver; 32o lead (64O pounds); and4%ozinc (80 pounds).-The intercept included an 8 foot
segment that assayed at a per ton average of 58 ounces of silver na qgo lead ( 960 pounds).

The second drillhole, which was directed to the eastern area of the curent known reserves,
intercepted 15 {eel g{high grade mineralization that assayed at a per ton average of: l0 ounces of
silver; 32Yolead (64O pounds); and llo/o zrnc (220 pounds). Theintercept inclided a l7 foot
segment that assayed at a per ton average of I 6 ounces of silver and 33Yo lead ( 660 pounds).

4f futut:froduction of substantial tonnage from the Burgin orebody would require significant
additional funding by the joint venture.

Item 7. Financial Statements.

The Financial Statements ofRegistrant are filed pursuant to this item of the report. See index to
Financial Statements on page I0-KSB22.

1o-KSB10
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Item 8. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure.

On September l,1994, Registrant received a letter from Deloitte & Touche LLP ("Deloitte"),
Registrant's former accountant, confirming that the client-auditor relationship had ceased. The
termination of the relationship arose after Registrant had requested a reduction in the amount
billed to Registrant for the audit covering the fiscal year ended December 31, 1993. Registrant had
also indicated its desire to agree in advance upon a fee for the audit covering the fiscal year ended
December 31,1994. Deloitte advised Registrant that Deloitte would be unable to comply with
Registrant's fee proposal. As a result, Registrant received from Deloitte the latter's September l,
1994letter hereinabove referred to confirming the cessation of the client-auditor relationship.

The report of Deloitte on Registrant's financial statements for the year ended December 31, 1993
was modified by an explanatory paragraph concerning the Registrant's ability to continue as a
going concern. Deloitte's report on Registrant's financial statements for the year ended December
31,1992 did not contain an adverse or a disclaimer of opinion, nor was such report qualified or
modified as to uncertainty, audit scope, or accounting principles.

The cessation of the client-auditor relationship between Registrant and Deloitte was due to a fee
dispute. The decision to attempt to negotiate fees with Deloitte was not made by the Board of
Directors of Registrant, but was an operating decision made by officers of Registrant.

During the two years ended December 31, 1993 and through September l,Igg4, the date the
client-auditor relationship ceased, there were no disagreements between Registrant and Deloitte
on any matter of accounting principals or practices, financial statement disclosure, or auditing
scope or procedure.

On or about October l, 1994, Registrant retained Arthur Andersen LLP as its independent public
accountant. On December 6, 1994, Registrant's shareholders ratified the appointment of Arthur
fuidersen LLP as Registrant's independent public accountant.
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Item I l. Securitv Ownership of Certain Beneficial Owners and Management.

(a) The following table shows as ofMarch 6, 1995, stock ownership of all persons known to

management to be beneficial owners of more than5o/o of the common stock of the

Registrant:

Name and Address of Amount and Nature of Percentage

Beneficial owners Beneficial ownership of class

WilliamE. Simon 248,600 shares (l) 53%
c,/o William E. Simon & Sons Inc.

310 South Street, CN l9l3
Morristown, N.J. 07960

AKIKO Gold Resources Ltd. 1,035,000 shares (2) 19.7o

1800 Glenarm Place, Suite 210

Denver, Colorado 80202

Palladin Partners I, L.P. 250,000 shares 5.2%

40 West 57th Street,

New Yorlc" New York 10019

(l) Includes 219,300 shares that William E. Simon has the right to acquire under options
issued by the Registrant.

(2) Includes 750,000 shares which AKIKO has the right to purchase under an agreement

with negistrant dated March I l, 1994. See "Item l. Business - Agreement with AKIKO Gold
Resources Ltd.".

1O-KSBl6
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(b)The equity securities of the Registrant beneficially owned by all directors and by
directors and officers of the Registrant as a group, as of March 6, 1995, are:

Amount and
Nature of

Name & Address Beneficial Percent
Title of Class ofBeneficial Owner Ownership* of Class

Common Stock,
$0.50 par value: James Callery 108,469 (lX2) 2.4%

RD #2, Box 2750
Charlotte, Vermont 05445

Paul Hines 65,000(3) tA%
12 Flying Cloud Rd.
Stamford, Connecticut 06902

A. Paul Mogensen 77,000 (4) 1.7%
28757 Clover Lane
Evergreen, Colorado 80439

Edward R. Schwarrz 85,100 (5X6) t.9%
I165 Park Avenue
New Yorlg New York 10128

Leonard Weitz l2l,0l0 (zxg) 2.6%
I I Longview Lane
Chappaqua" New York 10514

Owned by all directors
and officers as a group 456,578 (9) 9.4%

Preferred
Stoch $0.50
par value: None

' 'tr Each director has sole voting and investment power with respect to shares owned.

(l) Does not include an aggregate of 10,500 shares owned by James Callery's wife and children" in

i which shares James callery disclaims any beneficial interest.

(2) Includes nonqualified stock options to purchase 60,000 shares held by James Callery.
I
| (3) Includes nonqualified stock options to purchase 60,000 shares held by paul Hines.
I
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(4) Includes 2,500 shares owned jointly with A. Paul Mogensen's wife and nonqualified stock options

to purchase 60,000 shares held by A. Paul Mogensen..

(5) Does not include 200 shares owned by Edward R. Schwartz's wife, in which shares Edward R.

Schwartz disclaims any beneficial interest.

(6) Includes incentive stock options to purchase 20,000 shares issued under Registrant's Incentive
Stock Option Plan and nonqualified stock options to purchase 60,000 shares held by Edward R.

Schwartz.

(7) Does not include 21,500 shares owned by Leonard Weitz's wife, in which shares Leonard Weitz
disclaims any beneficial interest.

(8) Includes incentive stock options to purchase 40,000 shares issued under Registrant's Incentive
Stock Option plan and nonqualified stock options to purchase 60,000 shares held by Leonard
Weitz.

(9) Includes options to purchase an aggregate of 360,000 shares as referred to at Notes (2), (3), (4)
(6) and (8) above. Each of said options is exercisable by the optionee in whole or in part at any

time until the expiration of the option.

Item 12. Certain Relationships and Related Transactions.

None.

Item 13. Exhibits and Reports on Form 8-K.

(a) Description of Exhibits required to be filed by Item 601 of Regulation S-B

(The numbers shown below noic to each exhibit are keyed to Exhibit Table of Item 601 of
Regulation S-B)

"(2)" Not applicable

'(3)" Articles of Incorporation and By-Laws:

Registrant hereby incorporates by reference the Articles of Incorporation and By-Laws
previously filed with the Commission.

'(4). Not applicable.

'(9)' Not applicable.

"( I 0)' Material Contracts:

A. AKIKO Agreement - (i) Agreement (in form of a Letter Agreement) dated March I l,
1994 between Registrant and AKIKO Gold Resources Ltd., Registrant hereby
incorporates by reference said Letter Agreement with AKIKO dated March ll,1994,
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copies of which were filed with the Commission by Registrant as part of its 1993
Form 10-KSB Report.

(ii) Amendment to AKIKO Agreement in form of a letter from Registrant to AKIKO
dated September l,1994, a copy ofwhich is annexed hereto as Exhibit "A".

Sunshine Lease - Mining Lease and Agreement dated October 15, 1980 between
Registrant and Sunshine Mining Company: Registrant hereby incorporates by
reference the Sunshine Lease Agreement dated October 15, 1980, copies of which
were filed with the Commission by Registrant as part of its Form 8-K Report dated
October 22,1980. The Sunshine Lease was terminated effective December 31.1992.
(See document uJu below.)

unit Lease - Leases and unit Agreement of August 29,1956 by and between
Registrant and other co-lessors, as lessors, and Bear creek Mining Company, as
Lessee.
Amendments to Unit Lease:
July 5, 1968
January l,1972
March 14,1977
June 16, 1978
October 26,1982
Registrant hereby incorporates by reference the unit Lease and each of the
Amendments set forth above, copies of which were filed with the Commission by
Registrant as part of its l0-K Reports as follows: Amendments 1968 through 1978 -
1980 lO-K Report; october 26, 1982 Amendment - l98z lO-K Report. The Unit
Lease was terminated effective December 31, 1992. (See document "I", below.)

Agreement dated October l, 1982 between registrant and its co-lessors under the
Unit Lease. Registrant hereby incorporates by reference the said Agreement, a copy
of which was filed with the Commission by Registrant as part of its 1982 lo-K
Report.

Agreement (signed by Registrant March 25, 1983) between Registrant, its co-lessors
under the Unit Lease, and Kennecott. Registrant hereby incorporates by reference
the said agreement, a copy ofwhich was filed with the Commission by Registrant as
part of its 1983 l0-K Report.

Agreement (signed by Registrant on August 15, 1989) between Registrant and South
Standard, its coJessor under the Unit Lease, a copy of which was filed with the
commission as part of its 1989 l0-K Report.

Amendment to agreement (signed by Registrant on July 7, l99O) between Registrant
and South Standard, its co-lessor under the Unit Lease, a copy of which was filed
with the Commission as part of its 1989 l0-K Report.

c.

D.

E.

F.

G.
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H. Agreement (signed by Registrant on February 5, l99l) between Registrant and North
Lily Mining Company, a copy of which was filed with the Commission by Registrant

as part of its 1990 l0-K report.

I. Agreement dated as ofNovember 13, 1992 berween HMC Mining Inc., Sunshine

Precious Metals, Inc., and Sunshine Mining Company (collectively "Sunshine
Group"), and Chief Consolidated Mining Company and South Standard Mining
Company (with Exhibits annexed, except for those Exhibits previously filed by
Registrant with the Securities and Exchange Commission) a copy of which was fiIed
with the Commission by Registrant as part of its September 30, 199210-Q Report.

J. Agreement dated as ofNovember 13, 1992 betrveen HMC Mining Inc., Sunshine

Precious Metals, Inc., and Sunshine Mining Company (collectively "Sunshine
Crroup"), and Chief Consolidated Mining Company (with Exhibits annexed, except

for those Exhibits previously filed by Registrant with the Securities and Exchange

Commission) a copy of which was filed with the Commission by Registrant as part of
its September 30, 1992 l0-Q Report.

.(l l)' Not applicable.

.(13)' 1994 Annual Report not yet furnished to security holders as of filing
date of this Report.

.(16)' Letter from Deloitte & Touche LLP to Registrant dated March 13, 1995,

a copy ofwhich is annexed hereto as exhibit "B".
'(18)' Not applicable.

'(21). Not applicable.
.(22\' Not applicable.

'(23)' Not applicable.

"(24)" Not applicable.

'(27) Not applicable.

'(28)" Not applicable.

"(99)" Not applicable.

Reports filed on Form 8-K:
None

SIGNATURES

In accordance with Section 13 or 15(d) of the Exchange Act, the Registrant caused this report to
be signed on its behalf by the undersigned, thereunto duly authorized.

Chief Consolidated Minine Comoanv

(b)

@egistrant)
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By /s/ Leonard Weitz
(Signature and Title)
Leonard Weitz
Chairman of the Board ofDirectors,
and Chief Executive Officer

March 27.1995

In accordance with the Exchange Act, this report has been signed below by the following persons

on behalf <if the Registrant and in the capacities and on the dates indicated.

By /V A. Paul Mosensen

Date

(Signature and Title)
A. Paul Mogensen
Director, President
and Chief Operating Officer

March 27 1995

By /V Edward R. Schwartz

Date

(Signature and Title)
Edward R. Schwartz
Director, Treasurer,
Principal Financial Officer and
Principal Accounting Officer

March 27.1995

By. /V James Callerv

Date

(Signature and Title)
James Callery
Director

March 21.1995

By. /s/ Paul ffines
(Signature and Title)
Paul Hines
Director

March 21.1995Date
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INDEPENDENT ATJDITORS' REPORT

To the Board of Directors and Stockholders of Chief Consolidated Mining Company:

We have audited the accompanying consolidated statements of operations, shareholders' equity,

and cash flows of Chief Consolidated Mining Company and its subsidiaries for the year ended

December 31, 1993. These financial stat€ments are the responsibility of the Company's

management. Our responsibility is to express an opinion on these financial statements based on

our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those

standards require that we plan and perform the audit to obtain reasonable assurance about whetlrer

the financial statements are free of material misstaternent. An audit includes examining, on a test

basis, evidence supporting the amounts and disclosures in the financial stateNnents. An audit also

includes assessing the accounting principles used and significant estimates made by management

as well as evaluating the overall financial statement presentation. We believe that our audit

provides a reasonable basis for our opinion.

In our opinion, such consolidatd financial staterneNrts present fairly, in dl material respects, the

results of operations and cash flows of Chief Consolidated Mining Company and its subsidiaries

for the year ended December 31, 1993 in conformity with generally accepted accounting principles.

The accompanylng financial statements have been prepared assuming that the Company will
continue as a going @nc€rn. As discussed in Note I to the financial statements, the Company

continues to have no souroe of operating income, which raises substantial doubt about the

Company's ability to continue as a going concern. In the event that the Company's common stock

is not purchased under an existing written agreement and unless the Company were successful in

raising funds from other sources, the Company would not have sufficient funds to meet its

operatipg and overhead expenses through calendar 1994. Management's plans in regard to these

111"tteo are also described in Note l. The financial statements do not include any adjustnents that

might result from the outcome of this uncertainty.

lleloitte &
Touche up

A

d 4*a
March 25,1994

lhhitbTotdto
Tdmrbu
lnHnatlmal

Two World Financial Center Telephone: (212) 436-2000
New York. New York 10281-1414 Facsimile: (212) 436-5000
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cHrEF CONSQLIDATED MINTNG COMpAI\ry AI{D SUBSIDTARTES

CONSOLIDATED BALANCE SHEET

DECEMBER 31, 1994

ASSETS

CT'RREOTT ASSETS:
Cash and cash equivalents
U.S. treasury bi1ls aC cost

markeE value
Accouncs receivable
OEber currenE asset,s

which approximaEes

IIiIIESI!4EIT'T IN AFFILIATE

ADVAAICES TO AFFILIATE

MINING CLAII{S AI\ID PROPERTIES, less accumulated
deplet,ion of $1, 927,799

MACHINERY AI{D EQUIPMEIII, less accuntrlat,ed
depreciation of S5,835

OTIIER ASSETS

LIABIIJITIES A}ID SHAREIOLDERS' EQUIT':T

CIJRRS{T LIABIITITTES :
Account,s payable and accrued e:<penses

MINORIT: TMTEREST

COI,IMITMESIr AI{D CONTTNGENCIES (Nore 7)

SHAREIIOLDERS' EQUITY:
Preferred stock - nonassessable, authorized

1,500,000 shares of 9.50 par value each, 5,G53
shares outst,anding

Couunon stock - nonassessable, authorized 20,000,000
shares of S.50 par value each, 4,5L9,492 shares
issued; L6.44L shares held in treasuryi 4,SO2,OAL
shares out,st,anding

CapiEal surpJ.us
AccumulaEed deficit

s 357,31?

L,28t,708
20, 501
2,303

L,67L,829

73,54L

2T, T5O

2 ,654 , L42

39,546

3,222

s 4,463,430

s 185,555

42,401

2,827

2,25!,020
7,074,705

(5,093,094)

s 4,463,430Total shareholders' equity

The accompanying not,es are an integral part.
of this consolidated balance sheet,.
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CHTEF CONSOLIDATED MINING COMPAIIT ATiID SUBSIDIARIES

CONSOLIDATED STATEMESI1FS OF CASH FLOWS

FOR THE YEARS E$IDED DECEMBER 31, 1994 AT{D 1993

19 94

s ( 992, 001)

34L,250

82 ,907

q a?4r, vr v

4,804

(L7 ,44L1
(2, 303 )

L47,775

(429,L73',|'

(L,072,537 |
( 418, 563 )

(44,908)
(9,800)
(3, 000 )

(1,548,908)

2,323 ,688
119

2,323 ,807

345,726

2t,59L

s 367 ,3L7
===========

Page 1 of 2

1993

5 (725,758)

139,750

41 ,0-59

9 ,409

(529,540)

( 114)

(2,000)

(2,LL4l

525,000

525,000

(5,554)

28,245

s 2L,59L
===========

CASH FLOWS FROM OPERATING ACTIVITIES:
Net, Ioss

Adjustments to reconcile neE loss Co
net cash used in operat.ing accivities:

Noncash charge related Eo issuance
of common stock opcions

Issuance of common stock for
services rendered

Legal fees satisfied bY issuance
of cormnon stock

DePreciation
Loss on invesgment in affiliace
(Increase) decrease in accountss

receivable
Increase in other currenE assegs
Increase in accounts Payable and

accrued expelrses

Neg casLr used in oPeratingr
actsivities

CASH FLOWS FROM II{VESTING ACTIVITIES:
Increase in U.S. creasulY bills
Mining property development costs
Purchase of propergy and equipments
fncrease in investsrnent in affiliate
Advances t,o affiliates

NeB cash used in invesEing
activiEies

CASH FLOWS FROM FINANCTNG ACTIVITIES:
Net proceeds from sale of cornmon stsock
Increase in minority interest

NeE cash Provided bY financing
activities

NET INCREASE (DECREASE) TN CASH
A}ID CASH EQUIVALEIITS

CASH A}ID CASH EQUIVALENTS AT BEGINNING
OF YEAR

cAsH A![D CASH EQUrVAr,ElfltS AT E$lD

OF YE.AR

The accompanyinq noies are an integral part
of these consolidated financial stsaEementrs.
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Page 2 of 2

CHIEF CONSOLIDATED MINTNG COMPA}TY AAID SUBSTDIARIES

CONSOLIDATED STATEMESITS OF CASH FLOWS

FOR THE YEARS E$IDED DECEMBER 31, 1994 AIVD 1993

SUPPLN,TEIITAL SCHEDULE OF NONCASH I}TiESTING AND FTNAI{CING ACTIVITIES:

During 1993, the Company issued 34,100 shares of its common stock as
palzment of legal fees and disbursement,s t,otaling Sl39 ,750.

During L994, the Company issued 14,500 shares of ics contrnon stsock(market price of $70,907 at Ehe time of issuance) co its president
and Chief operat,ing officer for services rendered in connect.ion wichhis employment, with tshe Company.

During L994, the Company issued 2,768 shares of common sEock (markets
price of s12,000 ae Ehe t.ime of issuance) to an eneity as partial
pa]tment, for professional services rendered in connection with providing
environmental compliance consultation to the Company.

During L994, the Company issued opeions for the purchase of 210,000 shares
of corunon stock at, an opcion price of 53.50 per share. The optsion price
was below the market, price on the date of grant. In connection with the
issuance of these options the Company recogrrized a noncash charge of
s341, 250 .

The accompanying notes are an int,egral part
of these consolidated financial stat.ements.

E- I



CHIEF CONSOLTDATED MINING COMPAIIY AIID SUBSIDTARIES

NOTES TO CONSOLIDATED FINAIICTAI, STATEISilTS

( 1) ORGAIIIZATION AAID BUSTNESS

Chief Consolidated Mining Company ('Chief') was incorporated in the
stsaEe of Arizona in 1909. Cfrief and ies subsidiaries (collecEively the
"Company') operaEe as a mineral resource company acEively engaged in
*r. }.pioratsion and development of its mining claims and properties'

The Company's unrecovered. investmenE in mining claims and propert'ies,
net, of lpplicaUfe deplecion, is 52,554,L42 as of Decernber 31' L994,
r"pr.=.ttiLttg "pproximately 

59 percent of Eogal Coqlany assetrs. During
ChL years ended December 31, 1994 and 1993, Ehe Company has not
generatsed sigmificanE revenues and has incurred net losses.
iaaitiort"lly, the Company's operations used approximately S429,000 and

s530,000 of cash during tshe years ended December 31, 1-994 and 1993,
respectively. Sigmificant addiEional development costs must be
incirrred Eo bring any of the Company's mining properties witsh proven
and probable reserves into operat,ion.

on March ll , tgg|, tshe company entsered intso a letster agrreements (t'he
.Agreement.) with AKIKO Gold Resources LEd. ('AKIKO') providing for t'he
evEngual creation of a joint venture and the sale by the Company of a
toEal of L,O3s,OOO sharls of its conrnon sEock t'o AKIKO. The sale of
sEock tso AI(IKO is t.o be EransacEed through private placement
transactions.over a period of L-L/2 years at a price of $4 per share,
conditional on various approvals and financing. Under the terms of the
Agrreements, the Company and AI(IKO will enter into a joint venEure

"grt..*.tc 
upon thJcontplecion of AI(IKO's purchase of the first 535,000

ri"r"" of tle Company's cotnnon sEock. The Company will contribut'e
certain of iEs rnining properties to Che joint' venlure and AKIKO will
il;;;"". an additiotril-50O,OOO shares of che conq)any's comrnon stock and
-contribut,e 

s5,0oo,ooo to the joint, venture. The company and AI(IKO will
each receive an undivided 50 percent, interest in the joint venture'
However, AI(IKO's 50 percent int,erest in ghe joint' venture will not vests

untit it. has expended $10,140,000 (54,140,000 in purchases of.the
Company.s corunon stock and 56,000,000 in contribution tso the joint'
n.olr.,re) . The Company will be the operator of the joint venture'
However, the agreemenl provides for AKIKO tso become ttre operator of the
joint, vengure after their purchase of ttre 1,035,000 shares of co11unon

ltoclc and compleEion of aaaicional studies on the nining property. The

Agreement also provides for AKIKO to trave tstre rights Eo discontinue tstre

AgreemenE aE various sgagies through AugrusE 31, 1998, in which event
aXfXO would surrender att ies interesCs in the joine venture, buE would
reBain the conunon stock of the Company previously Burchased.

During tgg|, AI(IKO purchased 285,000 shares of the Co1npany's conmon

stock for a totsal plrchase Brice of $1,140,000. Under the terms of the
Agreemeng, AI(IKO ii scheduled to purchase an additional 750,000 shares
of tshe conpany's cotlmon sEock in rggs for a Eotal Burchase price of
s3,ooo.ooo. During L9g4, the company also sold 471,400 shares of
common stsock to accredited invesEors for net proceeds of $1,183,588.
lf"t"g.ro""t believes otsher sources of addiEional capital or a new joint'
venture pargner can be secured tso continue Ehe developments of certain
of itss rnining properties should. AKIKO nots be able Eo raise tshe fund's
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necessarar t,o purchase the company,s common stock and complete otsherprovisions of the proposed joint, venture agreenent. There can be no
assur€rnce t'hat the Company will be successful in obtaining sufficienEcapitar to complet,e development, and bring any of ttre company,s miningpropert,ies int,o operat,ion. If the conrpany ii noc sttccessfnl in raisingaddit,ional capital , management j.ntends to red,uce expenditures tso matchit,s cash flow posieion.

(21 MINTNG CI.AIMS AIVD PROPERTY

The company is the owner of approximately 14,500 acres of patented
mining property in the Main and East Tinlic Mining oisericcs of ,ruab
and Utah Counties, UEah and unpatent,ed mining claims covering
approximatery 500 acres in the vicinity of iLs patent,ed properties.
coscs of developing the mining propert,ies (upon compleeion of
e:<plorat,ion) are capitalized. Exploration cost,s are e)qpensed asincurred. when a mining propertt reaches the production st,age, therelated capitalized cost,s will be arnort,ized using the unit,s of produc-
tion method on the basis of periodic est,images of ore reserves. The
Company's mining properties are periodically assessed. for impairment. ofvalue and any losses are charged to operat,ions at, the time of impair-ment- No mineral depletion provisions have been made since 1979 as aresurt of suspension of mining on the company,s mining propert,ies.

During the year ended December 31, 1993, ehe company cond,ucted
e)q)roratorlr surface drilling aE a cost of 5115,043. The drilling was
conduct,ed in order t,o gain additional geological information aboutprevious gold intercepts in the company,s Homansvirle area propertry.

under an ag'reement, becween the company and souch standard Mining
Company ("South Standard,), the Company,s co-lessor r:nder a previously
Cerminat,ed lease, the proposed joinE veneure between the ConlPaly and
AKIKO (see Note 1) will be obligat,ed to pay South Standard 1.7 percent
of the net, smerter returns from certain properties wiEhin the joine
venBure.

south standard is obrigat,ed t,o pay to the company 54.57 percent of anyfuture lease royalt,ies earned from properties owned by South Standard
that, had comprised a part, of the above mentioned., previously terminated
lease.

(3) SUMMARY OF SIGNIFTCANT ACCOUNTTNG POLICIES

Principles of Consolidation

The accompanying consolidated financial stat,ement,s include tshe accor:ntsof ehe company and all najoricy owned sr:bsidiaries. rnvestments in
which the Company's int.erest is 50t or less and where iL is deemed thaE
the Company's ownership gives it sigrnificant, influence are accountedfor by the equicy method.

Cash and Cash Eguivalent,s

For purpose of the stat,ement of cash flows, the Company considers all
higrhly liquid debt instrurnencs wich a maturity of three months or less
when purchased Eo be cash equivalenEs.
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U.S. Treasury Bills

During L994, the Company implementsed st.atement, of Financial Accounting
Sgandards ('SFAS') No. 115, 'AccounEing for Certain Investment,s in Debt
and Eguity Securities.' In accordance wich sFAs No. 115, the Company
has classified all invescments in U.S. treasury bills as 'available for
sale.' SFAS No. L15 provides for recording of 'available for sale'
investments at currenE markeE value with an offset,ting adjustmenu to
shareholders' equity. At December 31 , L994r cost approximaeed market,
value for bhese Ereasury bills.

ProperEy and Equipment

Property and equipment are recorded at cost. Major additsions and
improvements are capitalized while minor replacements, mainEenance and
repairs that do not increase the useful life of the assets are e:glensed
as incurred. Provision for depreciation of properCy and eguipmenE has
been compuced aE various stsraigtrt.-line ratses, ranging from 3 tso 20
years, based on Ehe estimated useful lives of Ehe assets.

fncome Taxes

The Company has implemenLed Che provisions of SFAS No. 109, "Accounting
for Income Taxes'. SFAS No. 109 requires chat income Lax accounts be
computed using the liabiIitsy metshod. Deferred caxes are decermined
based upon tshe estimated futsure Eax effecEs of differences between the
financial statsement, and, t.ax bases of asseEs and liabilit.ies given the
provisions of currenEly enacted tax laws.

NeC Loss Per CoIIEnon Share

The Company's net loss per corrnon strare has been calculaEed based on
the weighted average ngmber of shares of conunon stsock ouEstanding
during the period. Common sEock equivalents were excluded from Ehe
calculaEion of the weighEed average number of shares outsstanding for
the years ended Decernber 31, 1994 and 1993 since tstrey were
antidiluEive.

Reclass ificatsions

Certain reclassificaEions have been made to Ehe December 31, 1993
consolidatsed financial statementss ia order to confom to tshe current
year presentation.

(4) CAPITALIZATION

The Board of Direct,ors of the Company has authorized Ehe issuance, at
the stsocklrolders' opEion, of cor1unon stock in exchange for preferred
sEock on a share-for-share basis. Preferred shares obtained in Ehe
exchange are retired. During 1994 and 1993, no preferred shares were
exchanged for common shares.

The shares of preferred sEock and co[unon sEock of the Company are egual
in Ehe right to receive dividends, t,o vote, and in all other respects
except that upon liquidat,ion the preferred shares are entsitled Eo a
preferent,ial paymenE of $.50 per share.

During 1993, the Company issued 34,100 shares of iCs common stock in
full paymenL of legal fees relat,ed to a lawsuit, instiEutsed blt ehe
Company in 1989 and settled in 7992.
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During the year ended December 31, t994, the Company agreed. to
compensate ies president and Chief Operating offlcei (the ,presid,ent")
through cash and/or issuance of common stock at Ehe presid,ent's
election. The conunon st,ock was issued. aE an agreed. upon value of $3.50per share. During L994, the Company issued, falSOO shlres of conunonst'ock Eo the President, for services rendered.. The agreed upon value of
s3.50 per share was below the market price of the conpany's conmonst,ock for the period the services were rendered.. the-co*pany recog-nized addit,ional compensat,ion expense of S20,157 in che accornpanying
1994 scatement of operations in connection with the issuance of theseshares. The addit,ional compensat.ion represer:.ts the dif ference betweenthe market price of ehe company's common stock during the period theservices were rendered and Ehe agreed upon val_ue oe i:.50 ler share.
During the year ended December 31, Lgg{', the Company issued 2,76gshares of common st,ock to an entity as partial paym-nt for professional
services rendered in connection with environmer.Lat 

"o*plianle consul-tat,ion provided t,o the company. The shares were issuia aE a price
equal Eo tshe market price of the conunon seock on Ehe daee of issuance.

(5) STOCK OPTIONS

Incentive Stock Opt,ions

rn ,June, L982' tshe shareholders approved an rncentive stock opt,ionPlan (the 'plan,) for key employees which provided for the Boird. ofDirect,ors to grant, options tso purchase up lo 100,000 shares of the
company's common seock. The plan o<pired in ,June L992, however, sEockoptions issued r:nder che Plan remain in effect,. The exercise price forthe shares under option is 100 percent of the market, price of ttre stockaL tshe date of grant. As of December 31, L994, opt,ions for thepurchase of 75,000 shares of conmon stock had, been issued und.er thePlan. Ttrese options are fully vested and are exercisable at a4 optionprice of 52.50 per share. Al1 of the incentive sEock options e:cpire in
1995.

Non$ralified St,ock Options

The sharehorders have approwed the issuance of nonqualified stock
opt,ions t,o officers, directors and a key employee. The nonqualified
opt,ions must be exercised within ten ye-rs irom ctre date of grant. Theoptions are forfeited if the opcionee ceases to be a director of Ehe
Company (or a key employee in the case of a nondirector). Thefollowing tabre presents the aggregate nunber of nonquarified stockoptions granted and forfeited during the years ended. December 31, Lgg1
and 1993.

L994 r.993

L35,000Shares r.nder opt,ion, begiruring of year

Options grant,ed (ats an exercise
price of St.50 per share)

Opt,ions forfeited (at an exerciseprice of Sa.38 per share)

135,000

210, 000

(25,000) -

320, 000 135,000
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Ats Decenlcer 31, tgg4, all ouEstandinq nonqualified options for the
purchase of comnon stock were exercisable. The optsions e>cpire at'
iarious daEes from Decernber 2003 to Sept'enbet 2OO4 arrd are exercisable
at an opcion price of 53.50 per share' During the year ended .-
pecembei 3L, 1994, the cornpany recognized a noncash charge of 5341,250
in the accompanying sEatsemlng of operations in connection wit'h Ehe

gianting of opCioni t,o putchase 21b,000 shares iEs corunon stock as t'he

option price was below ttre markets price on the date of grants'

On December 10, 1993, Ehe Board of Directors approved and on

December 5, Lggl, the stockhold,ers ratified the replacemenc of 110,000
nonqualified opeions for the purchase of common stsock thaE had pre-
viously been grant,ed Eo certain officers and direcEors of t'he Company'

fhe replaced optsions had exercise prices ranging from $5.125 to 55'525
and e:qriracion dates from May 1995 t,o May 1995. The replacemenE
options have an exercise priie of $3.50 (which was the market price on

clre date of grant) and. expire on December 10, 2003. The replacement
optsions have been reflecEed as outscanding in all periods presented in
Ehe above table.

Otsher Stock Options

fn addition Co the incentsive and nonqualified stock options referred Eo

above, the CoIIE>any has granEed stock opEions to invest'ors aE various
t,irnes. AC pecenbir 31, Lgg1, optsions for the purchase of 599,300
shares of common stock by invesEors ttere outstanding and exercisable'
The options are exercisable aE prices ranging from 53.00 Eo $9'52 per
share and expire ats various daEes from October 1995 to Sepeember 1997'

(6) rNCOllE TA)(ES

The income tax Provisions for 1994
computed. by applying tshe statutory
before provision for income taxes

StsatsuEory federal income
tax rage

Staee income Eaxes, nets
of federal benefit

Nondeductible oq>enses
Change in valuation

allowance

Effective income Eax rate

and 1993 differ from the anounts
federal income ca>c rate tso the loss

for Ehe following reasons:

L99 4

(3s.0)t

(3.3)t
0.2 t

38.1 t

199 3

-t

(3s.0)t

(3.3)t
0.0 t

38.3 *
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Deferred t,ax asset.s:
Net, operating loss carryforward
Future deductible expenses relat,ed to

issuance of common stock options
Other

Total deferred tax assets
Valuat,ion allowance

Deferred t,ax assets, net of valuat,ion
allowance

Deferred tax liabilir,y:
Amortization of developmenE coscs

Net deferred taxes

The Company has net, operating loss carryforvrards (.NOIJs.) for federal
t'a>c reporting purposes of s4,01i.,L24. ihe uor.s ocpire as follows:

Year of Expiration

-5-

The tax effect of t,emporary differences andallowance against, the deferred. tax assec asas follows:

199 5
199 5
L997
199 I
1999
2000
2 001
2002
2 003
2004
2005
2006
2007
2 008

Che relat,ed valuation
of December 31 ,1994 were

$ 1,53 6,260

13 g, 4L9
1,839

I,67 6 ,5L8
(1, 559 ,4541

LL1 ,054

( 117, 054 )

Amount,

$ sr:
7 8 ,095

151,455
245,953
L92, g5g
2Lg,32g
1gg, gg0
L33,29L
204, gL7
510, 052
256 ,03L
155,955
725,358
927 ,4L7

!1311111

(7) COMMTTMNiM AIID CONTINGENCTES

Environmental Matt,ers

Prior eo 1993, the company leased its mining properties to oEher
companies for operaEion, exploration and devetopnent. Und.er the Eermsof che leases, these other companies were obligrlt.a to comply with allfederal, state and loca1 environmental laws and regrulacion! aftecting
tshe mining indust,ry.
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Under the Conpany's agrreemen! with AKIKO, both the Company and AKIKO

would become fi"lfe for environmentsal aspectss of futsure operations on
itr. p=oposed joint venture's properties. The Company will also be
r.q,.-it.d co apply for the necessa4f staEe of utah permits
l;nermigtitS"J-in corurect,ion wiUh various aspects of igs developmenE

"ni f,te,rte tnitting activities, including its plals f or de-watering Ehat
porcion of the eirgrin orebody tshat is locaEed beneath Ehe watser eable.
3in.. no final plans will be formulaEed unt'il additional work and
sEudies ats Ehe proposed joint. venture properties have been completsed,
no assessmenE, c.rn Ue maal ats this time by Ehe Comllany concerning
poEential issues that may be raised by ehe aughoriCies regrarding
-environmental laws on Eh; permitting. Additionally, no estimatse of the
cosgs associaEed with co*p}iat.e wit'h Ehe permits or relaled laws and

regrulaEions cErn be made at Ehis Eime.

office Lease

The Company leases office space under a long-tserm, noncancelable
operati;g 1"a"". Total reng e>q)ense for office space was $18,554 in
r-gga and 1993, respecEively. Ttre lease ocpires in April 1995.
However, the company ancicipates renewing tshe lease for at leasE one

additional year. f'uture rninimum rental paymentss (before any renewal)
under Ehe lease total S5,151.
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BOARD OF DIRECTORS

James Callery
Investments (Principally Oil,

Gas and Farming)

Paul Hines
Chief Financial Officer and Director of

Purotech Intemational

A. Paul Mogensen

President and Chiet Operating Ofticer of Chief

Edward R. Schwartz
Treasurer and Secretary of Chief; Sales Consultant

Leonard Weitz

Chairman of the Board and Chief Executive Officer of Chief

Executlve Offlcers

Leonard Weltz

Chairman of the Board and Chief Executive Ofticer

A. Paul Mogensen

President and Chief Operating Ofticer

Edward R. Schwartz
Treasurer and Secretary

Manager Mining Properties

Adren Undenvood

TRANSFER AGENT & REGISTRAR

FIRST INTERSTATE BANK OF CALIFORNIA
26610 West Agoura Road

Calabasas, Califomia 91 302

^^r:::i:::rP36 South State Street
salt Lake ciu uT u|t|

ANNUAL MEETING OF SHAREHOLDERS

The 1995 meetlng of shareholders wlll be held later
thls year. Shareholders will recelve notlce and
prory materlal prlor to the meetlng.


